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CHAI RMVAN JANMES: Dr. Ryan.

DR RYAN: Thank you. Madam Chairman, conmmttee
menbers, ny nane is Tinothy Ryan. |'"'m Dean of the College of
Busi ness Administration at the University of New Oleans, and |
don't know whether | should admt it or not but | am a professor
of econom cs.

| have been involved in looking at the ganbling
industry in the State of Louisiana for about ten years and
enbarking on a major study to paralleling this national study for
Loui si ana. And the comments have been right. There are nmmjor
di fferences between studying ganbling and the inpact of ganbling
at a local level or state level and at the national |evel.

But the State of Louisiana has nore forns of ganbling
than any other state, with video poker, lottery, horse racing,
off-track betting, riverboats, |and-based casino maybe. It is a
fertile ground to | ook at sone of these issues and we're going to
do it.

W will certainly -- our study is due to be conplete
at the end of March and we will certainly forward a copy to the
Comm ssion to whatever you nmay be able to |learn fromthat.

Let nme try -- | agree nost of what Professor Thonpson
said in ternms of, you know, his sinple nodel of |ooking at the
econony and econonmic growh and nost econom sts do. And | know
that's a strange statement, that nobst econom sts agree on
anyt hi ng, but they do.

If we look at a closed system a closed econonc
system so we -- for the tinme being, let's ignore exports and
inmports of dollars and so forth fromforeign countries and we'll

conme back to that -- that the system can only grow neasured by
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the traditional nmeasures of productivity, G oss Donestic Product,
however you want.

The dollar value of goods and services can grow if
we, in our economcs terns, push our production possibility
frontier if we increase land |abor or capital or the resources
i thedded in that. Ganbling probably doesn't do any of those
things. So froma closed system it's not a new technol ogy.

A lot of people criticize Bill Gates but -- and | do,
too, every tine | turn on ny conputer and have to deal wth
W ndows 95 problens, but what Bill Gates and people like Bill
Gates have done is created a new technology that has all owed
everybody to be nore productive, and that has pushed our
productivity and that has created true econom c grow h.

In the ganmbling industry, you see investnents. I

nmean, you can't look around this comunity and not see
i nvestment, investnent. And you say, well, that nust have pushed
that production possibility frontier. That nust have created

econonm c growh for the whole nation.

But that's again too sinplistic. You have to | ook at
where those dollars cane from as Professor Thonpson said,
where -- what other things have we |ost in the econony, where the
dol l ars have conme fromto nmake those investnents, and is that net

new i nvest nent ?

That hasn't been studied, to any extent that [|'m
aware of, at the national level. At the local level it has, and
quite often it's positive. If you look at what's happening in

the Gulf Coast of Mssissippi, it's hard to say that there's not
a net increase in capital formation which pushes the production

possibility frontier of this econony forward.
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The national level, it's very, very difficult because
though in the long run those dollars that are invested in this
i ndustry cone out of sone industry. There's nothing wong with
t hat . That's not bad; that's not sonething we should regul ate;
that's not sonething, wth all due respect, that we should
devel op a national conmm ssion on.

That's the market. That's how markets worKk. There
is an ebb and flow. Industries, people want to buy certain goods
and we have a increase in demand for those goods and we have a
reduction in demand for other goods.

Now, if we want to get and say, well, let's define,
as a society, our social welfare to include jobs. Let's not |ook
at productivity or the traditional neasure of economc growth as
was indicated earlier.

Let's look at jobs. W can do that if we can find a
consensus that that's what we want to do, that instead we're
going to measure output by just how many jobs we create. That
may throw econonmic growmh theory sort of on its ear but that's
okay and there's nothing wong with that.

And as we, as a society, define our social welfare as
bei ng inproved when we create new jobs even if that mght not
create new productivity in some other area of the econony, then
we can do that and that's very appropriate for us to do.

| don't know how we could ever reach consensus on
that so I think that argunment, we can debate that. W can debate
that probably as long as we live. | don't think we'll ever find
an answer to that.

Sonme people are going to say, well, you neasure

economic growh sinply by the traditional nmeasures  of
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productivity, G oss Donestic Product and so forth, and others are
going to say, well, no, that is too sinplistic. W've got to
| ook at people and we've got to |l ook at the welfare of people and
job training and so forth.

But in the long run, we are going to achieve those
objectives by letting the market work. So | think it's alnost a
truismin economcs that -- alnost, not quite -- alnost a truism
that if we're |ooking at a closed systemthat ganbling cannot and
Wil not create net economc growh over the long run even in
this dynam c sense.

It mght create, if we could |look at the ganbling
industry, it's a form of recreation essentially. You know, we

had little fun give and take about golf but the reality is that

can -- those forns of entertainment can be productivity enhancing
because if | get stressed out on ny job, | have to have a couple
of weeks vacation once a year or | go crazy and |I'm not very

producti ve.

So | have to get out and rel ax and maybe play golf or
maybe ganble, if that's -- so that is, and can add to your |ong
run economc growh if that's what people want to do. Now, you
obviously have to look at that, the negative side, which ['lI
tal k about in a second.

So what we have is if we have a closed system so we
don't let dollars flow out, we don't let dollars cone into the
system in all likelihood we don't have a definitive answer. I
don't; | don't think anybody.

|"ve never seen a study that |ooks at this and answer
to the question, do we get net new investnent, do we get net new

econom c growh? The answer is probably no or it's going to be
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very m nimal. But as | think several of the speakers have said
today, that really shouldn't matter.

That's -- if we would do that, we probably woul dn't
allow Wal -Marts to exist if that was our objective because Wil -
Marts -- people in small towns don't |ike Wal-Marts because they
put all the -- they put out of business all the little hardware
and the little five and dines and all the little stores that we
grew up with and shopped at.

Wiy do they put those out? Because people want to go
to \Wal-Mrt. Does Wal-Mart create any net economic growth?
Probably not. But is there anything wong with that? No.

Now, let's talk about opening the system now, which
is realistic. Let's tal k about the inpact of ganbling when we
open the system Then we have to answer the question, where do
the dollars conme fron? Do they cone from foreign players? That
creates a net economc growh for your region.

Now we make the analogy to the Biloxi area, to New
Ol eans area, any other -- Las Vegas, any other regional econony.
If we get nore dollars coming in from outside of this system
then | eave the system because of ganmbling or the alternative
That's the question that's never been answered to anybody's
satisfaction.

Were do the dollars cone from that go into the
ganbling industry? And that is an inportant question. Do they
come from you know, sonebody buying a Lexus? Although we |ike
consuner sovereignty, we think that we ought to allow consuners
to spend their noney where they want.

In terms of |ooking at the net growth inpacts on the

United States, if the dollars that go into the ganbling industry,
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donestic dollars, would have gone into sone other industry that
has a nore export conponent or inport conponent in this case
then there could be a net positive growh factor for ganbling.

In all 1likelihood, again, comobn sense tells us in
absence of those studies that that's probably not going to be the
case. Most of the dollars that go into the ganbling industry
probably conme from the other forms  of recreation or
entertainnment: going out to eat, going to football ganes.

We've seen decline in attendance at nmany sporting
events, at high school and professional |evel when ganbling has
conme in, and so forth and so on. So we have to |ook at that
guestion and that has not been addressed at the national |evel.

Now, that then gets us to the ultinmate, the cost
W' ve tal ked about the econom c benefits and the growth benefits.
Now we have to ask ourselves the question, well, what about those
costs, those activities that take dollars out of the productive
area of the econony to what we call defensive, protective
measur es?

W're going to keep having the dollars flow ng, but
if we're taking dollars out of productive use of resources and
putting those toward protecting ourselves from crine, for
instance, or a business or protecting itself from an enployee
theft because some of their enployees have a ganbling addiction
and they then increase their enployee theft activity, their
productivity goes down, if we, as a society, have to put
resources to protecting against that, then we | ose.

Those are the negative externalities that Professor

Thonpson was referring to. And we have to | ook at those.
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Clearly ganbling is an addictive activity and it's
been docunented, whether it's .9 or 1.6 or .3 or whatever it
is -- and you can put the nunbers to it and cone up with sone
relatively large costs that are a drag on society that nove our
econony within that production possibility frontier that |ust
create what we call dead weight loss in econom cs. They're
dollars that don't go toward any positive productive use.

We have to look at that because there are other --
we're, | think, grappling with a nuch nore fundanental issue than
ganbling addiction with al cohol addiction, with tobacco addiction
in this country.

Now, it |ooks |ike maybe with tobacco addiction that
the court systemis going to try to solve that problem although
we're not sure. But there's a trenendous anmpunt of |egislation
that has been proposed and is on the books and will be proposed
with respect to both tobacco and al cohol addiction.

So the question -- | think the fundanental question
for a group such as this is to ook at -- we could probably hire
a whol e departnent of economists to | ook at this question that --
not tal king about the social costs but just the econom c growth
benefits, and they could go out and do studies and gather data
and probably conme up with what we know now, in that it's pretty
much a wash froma national point of view

Maybe that needs to be done so that we can confirm
that but the real question in ny mnd |ooks at what are those
ot her costs, whet her it's crinme, whet her it's reduced
productivity, worker productivity, whether it is those social
costs that were referred to famly probl ens, suicide, depression,

or the cost of treating those illnesses by society.
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That's really where we focus our attention. | was
al ways taught -- and |I'm not sure, as an economst, that |
understand this so it really nmakes sense -- but | was always

taught that two wongs don't nmake a right. And if we say, well,
| ook, we've got industries that create a ot of externalities on
society, the alcohol industry and the ganbling industry -- |
mean, and the tobacco industry, well, then it's okay to have
anot her one that does that.

| don't know that we can answer that question that
sinplistically. | think we need to |ook very carefully at that
part of the equation. | know later on today you're going to talk
about crime and then tonorrow we tal k about addictive ganbling.

But froman econom st, that's where the action is, in
terms of the net economic inpact of ganbling, in ternms of the
nati onal perspective as opposed to a |ocal perspective. Thank
you.

CHAI RMAN JAMES: Thank you very rmuch
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